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KEY ECONOMIC FACTORS 


Data: in millions of US dollars, except when noted, but percentage change 
calculated from data denominated in CFA francs 

Exchange rates: 1981/82 - 297 CFA francs = $1 1981 - 272 CFA francs = $1 

1982/83 - 355 CFA francs = $1 1982 - 329 CFA francs $1 

1983/84 - 411 CFA francs = $1 1983 - 380 CFA francs $1 

1984 - 440 CFA francs = $1 


NATIONAL INCOME, * 1981/82 1982/83 1983/84 % change from 
PRODUCTION, POPULATION previous year 
GDP at current prices F315 F,3t5 7,300 e291 
Oil contribution to GDP (% est.) 12 1335 14.3 + 05.9 
Per capita GDP at current prices (unit) 840 829 802 13.9 
Gross fixed capital formation: 171 184 n/a 29.0 

of which, non-government 140 n/a n/a 1233 
Consumption 4,778 4701 4,905 20.8 
Industrial Production Index 

(1974-75 = 100) 210.8 201.6 210 (est) 04.1 
Population (millions) 8.7 8.9 9.1 02.4 
Employment (millions) 3.9(est) n/a n/a - 


MONEY AND PRICES (end period) 1983 1984 (June) 
Money and Quasi-money 1,606 n/a 
Credits to Economy 2,128 1,876 
External Reserves : 187.0 69.2 
Retail price index, Yaounde 

(base 100 in 1968) ‘ 383.8 441.7 


1983 
External public debt 1,990 2,020 1,910 


(disbursed only) 
Debt service ratio (%) (est) 12 15 12 


BALANCE OF PAYMENTS AND TRADE 1981/82 1982/83 1983/84 
(Cameroon Government statistics) (July--Dec) 
Merchandise exports 1,617 1,538 778 (est) 
Merchandise imports 1,350 1,174 574 (est) 
Current Account Balance - 571. - 354.6 n/a 


MAJOR EXPORTS 1981/82 1982/83 1983/84 
Cocoa and cocoa products Lae 150.4 206.0 (est) 
Coffee 152. 136.0 n/a 
Tropical wood 85. 63.0 n/a 
Petroleum (est) 1,014 1,259 1,270 


(U.S. DATA) 1981 1982 1983 


Exports to U.S. 625.4 789.5 
Imports from U.S. 25252 85.3 


*July 1 to June 30, Cameroon's fiscal year. 





SUMMARY 


Cameroon's economy continues to expand, despite numerous problems 
and some setbacks due to political events in 1984. Gross Domestic 
Product (GDP) growth is still at about 6.5 percent in real terms; 
it is essentially offshore oil production which sustains Cameroon's 
growth at this impressive rate. The stability of the country's 
institutions (tested by an attempted coup d'etat in April 1984) 
and its conservative economic policy management also have been 
essential components of Cameroon's success. Apart from oil, agri- 
culture is at the heart of the Cameroonian economy. Besides pro- 
ducing a variety of cash crops, the country is virtually self- 
sufficient in the production of food. 


Cameroon plans another robust budget which will be financed 
entirely from domestic resources. The country also maintains a 
relatively strong balance of payments position, buoyed by oil 
exports and a recovery in production of and prices for some tra- 
ditional export crops. Cameroon's debt service position remains 
manageable. These financial trends should stay generally favor- 
able in the near term. 


1984 has not been problem-free, however. Agricultural production 
is only now recovering from drought-related setbacks. Exogenous 
as well as internal problems plague parts of the manufacturing 
and service sectors, although on balance, business conditions 
seem to be improving. The Government's efforts to bring adminis- 
trative reform and more efficiency to the economic workings of 


the country proceed, but at a slow pace. In the African context, 
however, Cameroon's problems are much less serious than one finds 
elsewhere. 


The Cameroonians continue to say they desire to expand their 
economic relationships with the U.S. private sector, and prospects 
for increased U.S. trade with, and investment in Cameroon should 
be good. Already there is a sizeable American investment presence 
here (though essentially limited to petroleum and banking), and 
the U.S. is the most important consumer of Cameroonian petroleum. 
The U.S. Embassy in Yaounde and the U.S. Consulate General in 
Douala stand ready to assist the exporter or prospective investor 
who seeks opportunities for doing business in this country. 


CURRENT ECONOMIC SITUATION ‘AND TRENDS 
Economic Performance/Characteristics 
While it may have been the smell of oil which recently propelled 
Cameroon to near the top of the list of African countries of in- 


terest to the international business community, this Central African 
nation's historic political stability, close ties to the West, re- 
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latively balanced, market-oriented economy, and excellent devel- 
opment track record were also strong contributing factors. Some 
new-formed interest in Cameroon may well be relative, coming in 
the wake of recent difficulties in previous LDC "superstars" and 
given that Cameroon is one of the few West African countries to 
register cumulative gross domestic product (GDP) growth in recent 
years, according to the World Bank. But Cameroon has deserved 
attention on its own merits as well, given its consistent economic 
performance since independence 25 years ago. 


Post independence growth in GDP has been both strono and sustained, 
averaging 2.8 percent per year during the 1960's and 70's. GDP 
growth greatly accelerated during the late 70's and early 80's 

due to the coming on stream of Cameroon's small, but domestically 
significant offshore oil industry. In 1983, desvite the world economic 
slowdown catching up with Cameroon, GDP grew by some 6.5 percent 

in real terms. Real growth rates between 6 and 7 percent are 
forecast for 1984 and 1985. 


The country's sustained economic growth translates into significant 
growth for individuals as well--in dollar terms GNP per capita 
reached $890 in 1982 (World Bank estimate), ranking Cameroon in 

the World Bank's "middle-incone" category of developing countries. 
(GDP and income figures continue to rise, as denominated in local 
currency, although U.S. dollar amounts may exhibit contrary trends 
here, and in various categories discussed in this report, due to 
Significant changes in exchange rates recently.) 


Among the factors contributing to Cameroon's growth are the coun- 
try's rich and diverse agricultural base and high degree of food 
self-sufficiency, the government's inclination to accord the pri- 
vate sector a significant role in the development effort, an 
overall reliance on market forces for determining prices, and 
prudent monetary and fiscal policies. Relatively high levels of 
investment, which in recent years have ranged between 18 and 25 
percent of GDP per year, have also greatly contributed to sus- 
tained growth. And finally, during recent years, there has been 
a fortuitous injection of oil wealth into the economy to pick up 
the slack as growth in other sectors began to soften. 


Cameroon's political stability and national cohesiveness were 
essential components of its successful development record. But 
in late 1982, after 22 years as head of state, former President 
Ahmadou Ahidjo turned over the reigns of power to his constitu- 
tionally-designzted successor, Prime Minister Paul Biya. The 
new President used his first year to make numerous changes in 
top-level personnel and to consolidate his power, but President 
Biya did not significantly alter the general foreign and economic 
policy directions of his predecessor. In April 1984,Cameroon's 
image of political stability received a severe jolt. A group of 
disgruntled members of the elite Presidential Guard, supported 
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by numbers of previously influential civilians who saw their 
positions and perquisites being diminished under the Biya regime, 
staged a bloody but unsuccessful coup d'etat. Confined to Yaounde, 
in the capital, in less than two days the rebellion was quashed 

by the loyal armed forces. Shock waves emanating from these events 
reverberated through the country's political and economic life, 

and several months passed before confidence and faith in the in- 
tegrity of Cameroon's civilian institutions, and the solidity of 
the Biya presidency, returned. Almost all observers agree, how- 
ever, that the damage to the economy of Cameroon was slight. Apart 
from a temporary slowdown in business activity caused by the inev- 
itable "wait-and-see" period, the economic effects of the coup 
attempt were minimal. 


The philosophy guiding Cameroon's development is "planned liber- 
alism" (a mixed economy where the private sector has significant 
leeway, but must operate within priorities established by the 
government) as a means of achieving "self-reliant development." 
Economic planning is managed through a series of five-year plans; 
the current Fifth Development Plan (1981-1986) stresses balanced 
development and designates agriculture as the basis of the coun- 
try's future. A full 40 percent of the current plan's financial 
requirements is to be provided by the domestic and foreign private 
sectors. Many observers see a definite trend towards less plan- 
ning and more liberalism in the economic policies of President 
Biya. He has placed highly regarded technocrats at the top of 
the Finance, Commerce and Industry, Planning and Agriculture 


Ministries. Slowly, but deliberately, the Government is pushing 
reform, less State involvement in economic activity, and measured, 
but accelerated development. These directions in economic policy- 
making and implementation should result in an even more attractive 
Cameroon from the point of view of the international business 
community. 


In this overview of the characteristics of the Cameroonian economy, 
one should also mention the country's traditionally cautious 
fiscal policy (see section on budget, below) and its prudent 
exercise of what limited monetary policy autonomy is possible 
within the context of its membership in the African Financial 
Community (CFA) as contributors to the country's success. As 

a member of the CFA franc zone, Cameroon "Shares" a Central 

Bank (Banque des Etats de l'Afrique Centrale, or BEAC) with other 
francophone countries of the region and France. The participating 
francophone African countries share a common currency -- the CFA 
franc -- which is pegged to the French franc (1 FF = 50 CFAF) 

and is, for all practical purposes, fully convertible and trans- 
ferable without restriction. These arrangements give Cameroon 
obvious advantages in its international trading and financial re- 
lationships, although the link to the ever-weakening French franc 
has caused some problems during recent years. 





SECTORIAL REVIEW 


AGRICULTURE 


Agriculture employs about 70 percent of Cameroon's active labor 
force and is the backbone of the country's economy. Cameroon 

has one of the most broad-based agricultural sectors in Africa; 
besides being virtually self-sufficient in the production of food- 
stuffs, it is an important exporter of cocoa and coffee, and a 
Significant producer of agricultural products such as palm oil, 
rubber, and cotton. Smali-holder farming is still the dominant 
source of agricultural output, with the tradition-bound peasant 
sector accounting for over 90 percent of production. 


While agriculture remains the most important economic sector in 
Cameroon, during the past few years its relative contribution to 
GDP and export earnings has declined steadily. This is due pri- 
marily to the rapid rise in petroleum output and export (see below). 
The agricultural sector contributed over 30 percent to the GDP 
before 1980; latest estimates puts its contribution at 23-24 
percent. In recent years, most agricultural sub-sectors have been 
adversely affected by weather conditions, which has resulted in 
poor sector performance overall. In the 1982/83 crop year, there 
were significant declines in the production of cotton, cocoa, 
pineapples, arabica coffee, and bananas. On the other hand, pro- 
duction of rice, corn, palm oil and nuts, millet, sorghum, and 
robusta coffee registered gains in 1982/83. For the crop year 
1983/84, results were also mixed, with certain areas, especially 

in the south, continuing to suffer from the effects of the pro- 
longed, regional drought. In drought areas, production of im- 
portant foods crops such as millet and sorghum has dropped sharply, 
and certain far north localities are facing food emergency sit- 
uations. The drought continued to take its toll on corn production 


in 1983/84, and hit coffee particularly hard in that crop year 
as well. 


The outlook for the current agricultural campaign, at least in 
most parts of the country, is much brighter because of the return 
of normal rains. Cocoa production is expected to bounce back up 
toward traditional levels, and coffee (both arabica and robusta) 
production should be about double the abysmal 83/84 level, which 
brings it back to traditional levels as well. Food crop production 
in all but the north shoulc be good. In sum, the agricultural 
situation in much of Cameroon, for the near term, is quite favor- 
able. The Government will continue to accord agriculture the 
highest policy priority, but will have problems keeping the north 
fed as the current drought in that area continues. 





HYDROCARBONS 


Oil has become the major impetus of Cameroonian growth, and it 
is a key generator of export revenues and financial resources 


for the economy. 


Recent declines in world oil prices have been 


offset by steadily increasing production levels, so that Cameroon 
has realized continuing, but modest growth in oil revenues. 

(Since oil revenues are not included in the official budget, the 
country had not "planned" on sustaining development through greatly 


increasing oil revenues. See below.) 
some 14 percent to Cameroon's GDP in 1983/84. 


The oil sector contributed 
Commencing with 


an output of around 5 million barrels in 1978, production rose 
rapidly, and in 1984, Cameroon produced close to 60 million barrels, 


or some 155,000 barrels of oil per day. 


Current forecasts pre- 


dict that Cameroon's oil output will peak at somewhere near this 
level (7.6 million metric tons per year), with production tapering 


off in the late 80's in the absence of significant 
Cameroon's ultimate recoverable reserves have been 
100 million metric tons, or 750 million barrels of 
imum exploitation rates, the country's oil age may 
the turn of the century. 


Substantial quantities of natural gas reserves (an 
billion cubic meters) have also been discovered in 
the gas is not being exploited for lack of demand. 
a multi-billion dollar liquified natural gas (LNG) 
Kribi are on the shelf. Fewobservers believe this 
be realized before the mid 1990's, if ever. There 
no demand for industrial gas in Cameroon, although 
is 
to use. 


In 


ment created the National Hydrocarbons Corporation 


new discoveries. 
calculated at 
oil. At max- 
well end before 


estimated 100 
Cameroon, but 
Plans for 
plant near 
project could 
is currently 
the Government 


beginning to consider how this untapped resource could be put 


order to ensure an exploitation of Cameroon's oil and gas 
resources according to its own national priorities, the Govern- 


(SNH) in 1980. 


SNH holds equity shares in local petroleum companies in partner- 
ship with international oil companies, assumes shares of production, 


and markets the State's crude. 
actively involved in Cameroon's offshore petroleum 


development effort include U.S. Shell, Mobil, Gulf, 


Major international oil companies 


exploration and 
Total and Elf. 


Cameroon's oil refinery, SONARA, opened in mid-1981 at Limbe 


(Victoria). 
metric 


At present, SONARA is refining an estimated 1.2 million 
tons of crude oil per year (a little over half capacity) 


which satisfies domestic demand with the exception of that 


for asphalt, lubricants, and other specialty products. 


Some 


refinery products, in turn, are exported. SONARA is currently 


experiencing financial difficulties. 





MANUFACTURING 


Cameroon has a relatively large and varied manufacturing sector, 
geared to a large extent to the local market. Leading industries 
include food processing, beverages (breweries especially), tobacco, 
textiles, and shoes. Metallurgical, mechanical, chemical, cement 
and. plastics industries are other important components of the 
sector. From 1978 through 1982 the manufacturing sector recorded 
a dynamic average annual growth rate of some 11 percent, with 
manufacturing contributing 11 percent to GDP in 1982. It is in 
this sector, however, that the effects of the world economic slow- 
down became more marked, and it is here that some of Cameroon's 
indigenous economic problems are most apparent. One source esti- 
mates that the sector experienced declines in output of 2-3 per- 
cent per year in both 1982 and 1983, although by early 1984, the 
overall industrial production index turned upwards. More current 
statistics have not been compiled, but the general impression is 
that activity slowed down somewhat after the attempted coup in 
April, and then picked up again in late 1984. 


The previous deterioration in industrial performance was attrib- 
utable to a variety of factors including drought-induced shortage 
of agricultural raw materials, rising labor costs, high interest 
rates on borrowing (and higher than anticipated debt service 
payments), increased costs of imported inputs, and disruptions 

in neighboring markets to which part of industrial output is 
exported. The 1984 closing of the Nigerian border is especially 
Significant in this regard, although many enterprises claim to 
have adjusted to this factor over time. 


According to the Cameroon Employers Association, another lingering 
problem is that of controlled industrial prices. Recent small 
increases in the industrial price index may be welcome from the 
viewpoint of reducing overall inflation (which the Government 
puts at about 15 percent), but taken in context with rapidly 
rising costs of, production, they illustrate the profit squeeze 
being felt by manufacturers. The government controls ex-factory 
producer prices, and the business sector claims that increases 
are granted "too little, and/or too late." The government's 
initial answer to the complaint has been to decentralize price- 
control decision-making, but results of this new policy are not 
yet apparent. 


Two major industrial plants in Cameroon are in trouble. ALUCAM, 
the aluminum smelter company, has been experiencing financial 
difficulties reflecting previously depressed export prices, and 
rising costs stemming from a recent plant expansion. ALUCAM's 
hydroelectric power allocations have also been cut back because 

of the recent drought. The huge CELLUCAM pulp and paper factory 
has been closed down for over a year, while the Government studies 
the financial conditions under which the activities of the enter- 
prise could be resumed. 
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The Cameroonian public sector is a major shareholder in the 
industrial branch, especially in agro-industry and heavy indus- 
try. The principal tool of state intervention is the National 
Investment Corporation (SNI), although the Government partici- 
pates directly in some enterprises. Many of the parastatals 
suffer from poor conception and/or poor management, and the bulk 
of them have been experiencing serious economic difficulties in 
recent times. Reforms have been in the wind for over a year, 
with President Biya promising changes at SNI itself, state divest- 
itures, and closures of certain enterprises which may never be- 
come viable. Most recently, the Government has requested the 
World Bank to assist in reforming the parastatal sector. Mean- 
while, large government subsidies are required to keep the para- 
statals afloat. 


CONSTRUCTION AND PUBLIC WORKS 


Reflecting the large amounts of investment now being dedicated 

to the revitalization of Cameroon's long-neglected infrastructure, 
as well as a certain amount of real estate speculation, construction 
and public works activities are currently flourishing. Major 
projects are underway to upgrade several important sections of 
the national highway network, the railroad, and to expand and 
modernize the Douala port, Other areas of activity include 

work on airports, dams, schools, hospitals, and the telecom- 
munications network. Construction cranes dot the horizons of 
Yaounde, Douala and other cities as office buildings, apartment 
blocks, and housing developments spring up. Infrastructure devel- 
opment, long neglected, is directly or indirectly leading much 

of “on-shore" Cameroon's growth. 


TRANSPORT /COMMERCE/ SERVICES 


Activity in these sectors is expanding, although relatively their 
contribution to the economy continues to diminish due to rapid 
productive sector growth. Regardine transport, passenger and 
freight volume continue to rise at both Cameroon Airlines and the 
national railroad, although neither organization is especially 
sound financially. Truck transporters have not been granted the 
rate increase recently requested, so they feel the same margin 
squeeze as do manufacturers. Cameroon has added two new vessels 
to its ocean shipping fleet this year, but worldwide excess 
capacity, and the economic slowdown, continue to plague the 
industry. 


General commerce has followed the pattern of the manufacturing 
sector, with poor years in 1982 and 1983, and a slight upturn 
before the coup attempt in 1984. While most commercial activity 
remains generally flat, there is some optimism being expressed 
for 1985. 





BANKING 


Recent problems in the agricultural, industrial and service 

sectors are also reflected in the banking sector. Demand for 
credit has been down because of the slump in commerce, the drought- 
affected declines in some crop production for 1983/84, and the 
current inability or disinclination of entrepreneurs to seek 

credit to replace plant and equipment. Banking had expanded 
rapidly in Cameroon, (nine commercial banks presently operate, 
compared to four, five years ago), but the expansion is probably 
over for now. Some of Cameroon's banks are currently operating 

at a loss -- especially those with bad Ahidjo-era loans on their 
books. In mid-1984 the government made rather important changes 

in the banking regulations designed to stimulate credit growth, 

and make banking a more profitable endeavor. (For example, margins 
between deposit and loan rates are now wide. Interest is no longer 
paid on checking and demand deposits.) Availability of funds has 


not been a recent problem, as government deposits have kept the 
system fairly flush. 


Apart from the oil industry, American investment..igs concentrated 
in the banking sector. Chase Manhattan, First Boston Bank and 
Bank of America have offices in Cameroon. 


Somewhat relatedly, in 1984 the American International Group 
established a general insurance firm in Cameroon, which joined 
its life insurance sister company in establishing a U.S. toe- 
hold in the insurance market here. Price-Waterhouse also opened 


an accounting/tax consultancy office in Cameroon last year. 


OTHER RESOURCES 


Minerals 


Outside the petroleum industry, mining makes little contribution 

to the national economy. Cameroon has yet to exploit a variety 

of mineral resources, particularly iron and bauxite, which figure 
prominently in some long-range development planning schemes. Studies 
have also identified the presence of limited uranium, diamond, gold, 
nickel, kyanite, rutile, and copper resources. 


Timber 


Cameroon's timber resources are estimated at about 20 million 
hectares, of which only 8 million are currently being exploited 
by approximately 100 concessionaires. In the last four years, 
both the number of processors and production of logs and semi- 
processed wood for export has declined due to weak world demand. 
Transportation inadequacies also hamper production. 





Fisheries 


Following a near-record catch of over 23,000 metric tons of 

fish and shrimp in 1981-82, subsequent industrial maritime 

catches have been falling significantly. High operating costs 

have resulted in a significant decline in the number of industrial 
trawlers and shrimp boats in use, and fish resources are declining 
due to overexploitation. Cameroon's territorial waters are limited, 
and in international waters, the domestic fleet faces tough intern- 
ational competition. Fresh-water fishing has also suffered from 
resource depletion, although pisciculture production is on the rise. 


Hydroelectric power 


Cameroon is endowed with abundant hydroelectric power potential, 

and almost all electricity in the country is being produced in 

this way. Major power needs in the southern area of Cameroon 
should be met by hydroelectric installations now under construction; 
a new plant in the North will meet future demand there. 


THE NATIONAL BUDGET 


Cameroon's fiscal year 1984/85 budget is balanced at 620 billion 
CFA francs (CFAF), or approximately $1.4 billion at current exchange 
rates. The budget is to be financed entirely from domestic re- 
sources. The new budget level, in current francs, is 19.2% higher 
than last year's, and using the government's inflation estimate, 
is about 4% higher in real terms. The budget is divided into 
recurrent and investment accounts; the recurrent budget is CFAF 
400 billion, representing an increase of 22.9% over last year's 
exercise, and the investment budget, at CFAF 220 billion, is up 
13.1%. The relative shares of the budget allocated to recurrent 
and investment expenditure remain at traditional levels. 


As in past years, a few organizations lay claim to the bulk of 
the recurrent budget. There are no surprises on this list. The 
Ministry of National Education is at the top with 20.8% of the 
ministerial allocations. The Ministry of Armed Forces is next, 
with 15.5%, followed by the Presidency and its attached services 
at 11.1%, the Ministry of Public Health at 7.8% and the Ministry 
of Equipment (Public Works) at 7.1%. 


On the investment budget side, as well, there are no real surprises 
in sectoral allocations, and the Biya Government priorities are 
reflected in percentage increases in certain major categories. 

In absolute terms, "infrastructure" expenditures represent 17.2% 

of the investment budget, and this figure is up 22.5% from the 
1983/84 budget. The social services category is a close second 

at 16.4%, up 36.9% from last year's figure. Appropriations for 
external debt service payments, listed in the investment budget, 
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total 60 billion CFAF; this is 30.4% higher than last year's 
allocation, and represents 9.6% of the total budget (27.3% of 
the investment budget). This should equal about 10% of export 
earnings for the year, according to the government. 


Direct and allied taxes (personal income tax, turnover taxes, 
company taxes) are the main sources of government revenue, 
providing a projected 31.9% of the total. The government is 
counting on an overall increase in tax revenues this year even 
though it has also instituted a number of tax relief measures 
designed to stimulate the economy. An up-turn in the economy 
will increase the tax base, but mostly the government hopes to 
increase the tax revenue total by tightening up on tax-collection 
procedures and reducing tax fraud. 


Oil royalties and fees earned from offshore petroleum activities 
constitute another important source of government revenues. 
Royalty income has increased steadily since 1979, although this 
year's anticipated CFAF 123 billion -- 19.8% of total revenue -- 
is about the same percentage of total revenue as oil royalties 
contributed to last year's budget. Only the royalty component 
of Cameroon's oil income is channeled through the budget directly. 
Proceeds from production-sharing arrangements, which are 2 or 3 
times as large as royalties, are kept in special accounts con- 
trolled by the Presidency. Of course, petroleum companies and 
the offshore service sector firms are important contributors 

to overall company and associated tax revenues as well. 


Prior to the 1980's, customs collections accounted for a least 

half of the budget's revenue total, but as more mature economic 
development takes place, and of course as the petroleum sector 
contributes more to the "direct revenue" category, customs- 

related revenues become less important in relative terms. As a 
portion of "fiscal revenues" in FY 1984/85, direct taxes and 
royalties will contribute 56.7% versus 38% from customs collections. 


Cameroon's fiscal year 1984/85 National Budget is on the whole a 
prudent document which clearly reflects the Biya Government's 
"New Deal" priorities of building-up infrastructure and social 
services. Like its predecessors, this budget will also undoubt- 
edly come in balanced without recourse to external financing. 
Certain of the accounting categories and procedures employed by 
the Cameroonians are unorthodox, especially in regard to the 
investment budget, but the document is still a useful indicator 
of economic activity and trends in the country. 


The National Budget is only a partial indicator of the government's 
role in economic and development activities in Cameroon. The 

budget document does not take into account the significant resource 
contributions from oil revenues, nor does it indicate to what uses 
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they are being put. In general, what is known is that these 
revenues are used to finance certain "non-budget" capital works, 
as well as to subsidize ailing parastatal organizations and in- 
dustries. (Some subsidies to parastatals are also disguised in 
both the recurrent and investment budgets.) External financial 
assistance is also accounted for "off-budget", although some 
matching funds are allotted in official accounts. Many observers 
believe that if extra-budgetary spending were tallied, the actual 
amount of broadly-defined investment spending in Cameroon would 
be double the published budget sum. 


There is no clear indication of how the effects of this large 

amount of additional spending are being taken into account by 

the economic and financial planners. Cameroon is in the fortu- 

nate position of having its public accounts understate its financial 
strength and its level of economic development activity. This 
situation could become worrisome, however, if the government does 
not maintain tight control of economic policy, and of its amal- 
gamated financial and budgetary planning. 


EXTERNAL ACCOUNTS 


Official estimates of Cameroon's balance of payments, especially 

of petroleum exports, capital movements, and services, are subject 
to significant errors and omissions, and should therefore be 

treated with caution. Mainly due to oil export revenues, however, 
Cameroon has a relatively strong balance of payments position, and 
the situation should remain generally positive in the near term. 
External debt figures are also imprecise, but most observers believe 
Cameroon's debt figures are manageable. 


Major Exports 


The structure of Cameroon's exports has changed significantly 
during the last six years as a result of the growing contribution 
of the petroleum sector. Crude oil exports have increased steadily, 
and by 1983, according to official Cameroonian statistics, oil 
accounted for 46 percent of total export value. Official petroleum 
statistics are considerably understated, however. Best estimates 
are that Cameroon produced a total of some 6.3 million tons of 
crude in 1983, of which approximately 5.1 million tons were 
exported and the rest refined by the local refinery SONARA. 

(Some one-third of the refined products were, in turn, exported). 
Based on these estimates, oil accounts for well over 60 percent 
of Cameroon's exports by value, and brings in over $1 billion in 
gross annual export revenues. 


Agricultural commodities had been the principal source of export 
earnings through 1980, with cocoa and cocoa products, coffee, and 
wood accounting for over 40 percent of total exports by value. 
Other traditional agricultural exports include cotton, rubber, 
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and bananas. In 1983 aluminum exports (made from imported alu- 
mina) jumped significantly, and this category replaced tropical 
wood for fourth place, behind oil, coffee and cocoa. "Official" 
Cameroonian statistics vary, but a good estimate of cocoa and 
cocoa product exports for the year 1982/83 is about $150.5 million. 
For the same year, coffee exports totalled some $136.5 million. 
(Coffee and cocoa exports, depending on which statistics one con- 
sults, and on the crop and market conditions, vie for first place 
among agricultural exports.) Aluminum exports in 1982/83 were 
$56.7 million; cotton and log exports were both about $37 million. 
Cameroon's exports, according to one source, may have totalled 
over $1.8 billion in 1982/83. 


According to Cameroonian statistics, France took over as Cameroon's 
leading customer in 1983, taking 27 percent of Cameroon's exports 
compared to 25 percent for the United States. 1983 exports to 

the U.S. were valued at $515 million, accordinc to the US Depart- 
ment of Commerce. Almost half of the country's exports go to the 
European Community, with the Dutch being an important trading 
partner because of petroleum (Rotterdam spot market) and cocoa 
purchases. 


Imports 


The European Community is also the largest supplier of imports 
to Cameroon, providing over two-thirds of the total in value. 
Last year, France alone supplied some 47 percent of Cameroon's 
imports. The composition of Cameroon's imports has changed very 


little recently, with tne notable difference being the drop in 

the level of imported fuels and lubricants since the opening of 
the local refinery. Recent statistics show the largest category 
of imports as "business consumption" items (26 percent), followed 
by "semi-finished product" imports (21 percent), where cement 

and malt were major components. Industrial equipment imports 

made up 19 percent, while transport equipment added another 10 
percent. Imports of "household consumption" items have risen 

very rapidly in recent years, to over 13 percent of the total. 

In fiscal year 1982/83, Cameroon's imports totalled some $1.2 
billion, according to one estimate. As stated above, France 
supplies about 47 percent of Cameroon's imports. The United States 
ranks a distant second among suppliers, with about eight percent 
of the market. U.S. Department of Commerce statistics show exports 
of $65.0 million in 1984, West Germany has about 7.3 percent of 


the market share followed bv Japan 6.2 percent. 


Other Balance of Payments Observations 


Within the Cameroonian current account, much less is known about 
services than about merchandise trade. Official statistics show, 
however, that the net services deficit is large and growing, and 
has surpassed $500 million. A breakdown of services (and net 
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transfers) by source country is not available. According to 
official data (subject to considerable errors and omissions), 
Cameroon's capital account was increasingly in surplus until 

1982. Other sources reveal that since that date, the trend has 
reversed itself, while remaining in surplus. Cameroon's foreign 
reserve statistics, the "bottom line" in balance of payments 
tables, are not complete and therefore misleading. It is believed 
that a considerable portion of unreported petrodollar receipts 

are held offshore, and are not recorded by the Cameroonian 
Government (or reported to the Central Bank) until they are re- 
patriated. These foreign holdings are kept liquid, and are built 
up or drawn down as necessary to cover costs incurred, for example, 
on major extra-budgetary projects, for external loan payments due, 
or for injections of capital into ailing parastatals. 


Under President Biya's policy of more openness concerning oil 
revenues, existence of these off-budget accounts is now admitted, 
although the President denies that oil funds are being held out- 
side of the franc zone. Authorities admit publicly, for example, 
that $334 million of the national oil company's profits were used 
on extra budgetary items in 1983. President Biya has said that 
this year's special budget funds (from oil revenues) amounts to 
about $350 million. Other observers speculate that there is at 
least another $100 million available, but with spending occurring 
rapidly, it is very possible that petrodollars are being used up 
almost as quickly as they are earned. 


EXTERNAL DEBT 


Cameroon's external public debt increased rapidly in the late 
1970's as a result of its increased recourse to external borrow- 
ing to finance the public investment program under the 4th Devel- 
opment Plan. The increase in external borrowing slowed in 1981 

ard 1982, however, as Cameroon began to rely more on its own re- 
sources to finance investment. Borrowing seems to be on the 

rise again, at least by entities whose debt is directly or in- 
directly guaranteed by the State. At year-end 1983 foreign govern- 
ments accounted for 42 percent of total disbursed debt; interna- 
tional organizations accounted for 32 percent. 


The World Bank calculates Cameroon's debt at the end of 1982 
(including undisbursed) at $2.591 billion. This is almost the 
same as the previous year, and slightly down from the years pre- 
ceding. World Bank projections show the disbursed portion of the 
debt remaining quite level ($1.7 - $1.9 billion) for the near 
term. The projections have come under increasing question, how- 
ever. Another recent study calculates year-end 1983 external 
debt at about $3.4 billion. This includes undisbursed debt, 
which is calculated at some $500 million higher for 1983 than 

in the World Bank overall estimate. The main discrepancy appears 
to be in the category which includes suppliers credits. Debt to 
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many creditors is government-guaranteed, and the Ministry of 
Finance has a less than complete grasp of debt contracted by 
Cameroonian parastatals (which carries at least an implied guar- 
antee). In fact, the Ministry has just initiated a comprehensive 
study in order to get a better handle of the debt situation. 


Cameroon's debt service ratio to exports of goods and services has 
remained relatively low during the past years. Knowledgeable 
sources estimate that the debt service ratio rose to some 15 
percent in 1982, and then fell back to about 12 percent in 1983. 
The Government claims that the ratio is now closer to 10 percent. 
Of course with different sets of assumptions about both Cameroon's 
debt and export receipts (made for example, in the study cited 
above), one arrives at a totally different debt service ratio. 

One "worse-case" calculation thus puts the debt service ratio 

at 20-23 percent. 


In absolute terms, the external debt service has been growing 
rapidly. According to the World Bank, it doubled between 1979 
and 1983, to some $264 million. Projections show the absolute 
amount due each year continuing to rise through the 1980's. At 
least in 1982 and 1983, these amounts largely exceeded gross 
credit disbursements. 


While the external debt trends and uncertainties reviewed above 
are a cause of concern to government officials and international 
creditors, the general judgment is that Cameroon has the time 

and resources to keep the situation under control, and its conser- 


vative inclination toward incurring debt obligations will result 
in a manageable situation in years to come. 


CURRENT CONCERNS AND PROSPECTS 


Despite excellent proocress over the last decade, Cameroon's 
economy remains fragile. The country's current hydrocarbon 
wealth, diversified agriculture sector, virtual food self-suf- 
ficiency, and growing industrial and services sectors are important 
but they alone do not ensure the necessary transition to a diver- 
sified and well-structured economy, and greater economic social 
benefits to the population, in the future. Cameroon's social 
indicators still resemble those of countries at much lower levels 
of per capita income, and problems such as under-employment and 
unemployment, dim job prospects for school leavers, rapid urban- 
ization, inadequate infrastructure, and overall low absorptive 
capacity plaocue the country. The government's most immediate 
concerns are thus the twin ones of opportunity and peril which 
have accompanied the coming of the petroleum era. So far, the 
government has achieved a good measure of success in avoiding 

the all-too-frequent adverse consequences of an oil-based economy, 
which can produce abundant foreign exchange and fiscal resources, 


but corresponding atrophy in other productive activities, partic- 
ularly agriculture. 
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One of the initial concerns of the Biya government has been to 
install a greater sense of "rigor" into Cameroonian society. 

To this end, the President hopes to improve Cameroon's rather 

poor level of administrative efficiency, tackle corruption and 
underground commerce, reform the parastatals, improve on customs 
and revenue collection, etc. Progress in these areas has been 
slow, and the sheer force of habit ingrained in the system resists 
change and reform. 


The Cameroonian bureaucracy is behind many of the problems of 
current concern. It is renowned for the slowness with which it 
draws down credits, for example, which has led to the situation 
where the "rate of execution" during the first half of the current 
development plan has been significantly under projected levels. 
The bureaucracy is also notoriously slow in paying out credits, 
and in paying its bills in general. Payment arrearages damage 
Cameroon's general credit-worthy image abroad, and have caused 
cash flow problems for many firms operating in Cameroon. The 
problem is not one of inability to pay, but rather one of admin- 
istrative inefficiency. The government has resorted to periodic 
injections of cash to clean up domestic arrearages, but this does 
not solve the systemic nature of the problem. The Ministry of 
Finance is now instituting computerized systems designed to sig- 
nificantly ameliorate the situation, and both the President and 
the Minister have exhorted the bureaucracy to improve its bill- 
paying performance. 


The issue of price-controls, and how they bear on private (and 
parastatal) profit margins, will continue to confront the govern- 
ment and affect the vitality of the non-oil economy. (Regarding 
cash crops, however, the government seems to be making a very 
conscientious effort to move producer prices up in real terms 

in each new crop season in order to encourage production.) Govern- 
ment resistance on prices is motivated by concerns about inflation, 
which is currently running at about 15 percent, according to the 
Ministry of Finance. (The President says that inflation ranges 
between 9-14 percent; other observers have estimated it to be 
close to 20 percent.) Inflation has probably dropped during the 
last year because food is once again abundant in most parts of 
Cameroon, manufactured goods prices have remained virtually capped, 
and the government did not grant the customary 9-14 percent public 
sector wage increases at year-end 1984, to which other wage scales 
are linked. 


All in all, 1984 has been a generally good year for the Camero- 
onian economy. On the macro-level, GDP growth has continued at 
real rates which are to be admired. Oil export revenues have 
remained rather constant, as production increases have compensated 
for declining world prices. Infrastructure development leads 
much of the non-oil sector growth. The business slump seems to 

be ending. And finally, the rains have returned to most areas of 
the country, improving the picture for both food and export crops 
in 1984 and 1985. 
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IMPLICATIONS FOR THE UNITED STATES 


In 1983 the U.S. exported $92.2 million worth of goods to Cameroon, 
while importing some $515 million worth of Cameroonian products 
--essentially crude oil. Recently released 1984 US Department 

of Commerce figures show US exports at $65 million, and imports 

at $721 million. Given Cameroon's steady foreign exchange income, 
and its oft-stated policy of diversifiying sources of supply and 
trading partners, excellent opportunities should exist for American 
exports and for expanding the U.S. market share. There are several 
challenges confronting the American exporter to Cameroon, however. 
First, he most develop a high profile for his products and services, 
and specifically make the case that he has a better alternative 

to the well-known, probably French, import already commanding a 
high market share. Additionally, parts and service must be pro- 
vided as a part of the after-sales package. (The Japanese, in 

the recent capturing of the vehicle market here, have done well 

on these counts, partially by using French agents and distributors 
already established in the market.) Finally, financing will be 

an important component of a marketing strategy for Cameroon. 

Here the U.S. exporter is at a definite disadvantage given that 

the CFA franc is pegged to the French franc, and that the dollar 

is so strong vis-a-vis the franc at this time. 


Also, mixed credits and general lines of credit offered by com- 
petitor governments often cannot be equalled by U.S. financing 
alternatives. Still, price is not the only issue, and there are 
areas in which U.S. suppliers have quality products and services 
to bring to the Cameroonian market. 


Some of the better sales opportunities lie in areas connected to 
priority sectors enunciated in the Fifth Development Plan. Given 
Cameroon's emphasis on more agriculture, and the American com- 
parative advantage here, opportunities might be found in agri- 
business (food processing, packaging, etc.), agricultural equip- 
ment and chemicals, high-technology applications in agriculture, 
etc. Equipment for the forestry sector might also sell well 
here. As Cameroon modernizes, there is need for communications 
eguipment, electronics, and business machines. Services can also 
be an area where U.S. firms can make inroads. Several American 
architectural, engineering, and construction firms have estab- 
lished offices in Cameroon, and are getting a share of the contracts 
awarded. 


On the investment side, U.S. presence is currently dominated by 
oil companies (Shell, Mobil, Gulf), oil field service firms, 

the above-mentioned engineering and construction companies, and 
banks (Bank of America, Boston Bank, and Chase Manhattan). These 
companies have invested over three-quarters of a billion dollars 
in Cameroon over the past four years, bringing the U.S. total 

over a billion. The American business community in Cameroon has 
also expanded markedly since the late 70's. Some 100 firms now 
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maintain a presence or representation in Cameroon. All indications 
are that the Cameroonian government would like to see an increase 
in American presence. Several trade and investment missions have 
investigated opportunities in Cameroon in recent years, although 

a major, new investment has yet to result. Cameroon has revised 
its investment code in hopes of attracting foreign capital. The 
United States has also initialled a Bilateral Investment Treaty 
with Cameroon in 1984, which will protect and assure equal treat- 
ment for U.S. investments, once established. 


Direct U.S. investment would probably be most welcome in the 
agricultural and agri-business sectors of the Cameroonian economy, 
although no sector is precluded. Joint ventures are the preferred 
method of foreign establishment in Cameroon, but all proposals 

will be considered. Development of Cameroon's natural resources 
apart from agriculture is being highlighted in longer-range planninco. 
Projects still in the conception stage, which would require sig- 
nificant foreign participation, include those to utilize Cameroonian 
natural gas, iron ore, and bauxite reserves. 


In short, for the exporter or investor who has the right product, 
technology, or service to offer, and who is attracted by the coun- 
try's stability, petroleum reserves, liberal investment policy, 
conservative management practices, and credit-worthy reputation, 

the opportunity for doing business in Africa may well be in Cameroon. 











